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I. BY THE COMMISSION

A. Statement

1. On August 3, 2009, SourceGas Distribution, LLC (SourceGas Distribution or Applicant) filed an Application for a Commission Order approving a refund of franchise fees that were incorrectly collected from commercial customers located within the corporate boundaries of Wray, Colorado (Wray or City), along with interest calculated in accordance with the Commission rules.

2. In its Application, SourceGas Distribution also requests that the Commission waive Commission Rules 1206(g), 4002(d), and 4410(e).

3. On September 4, 2009, SourceGas Distribution filed a motion for leave to file an Affidavit presenting proof of publication of notice out-of-time. Notice in The Wray Gazette, a newspaper of general circulation in Wray, was published on August 12, 2009.

4. The Commission gave notice of the Application to all interested persons, firms, and corporations on August 3, 2009.  No protests or motions to intervene in opposition have been filed in connection with this Application for a proposed franchise fee refund.  Accordingly, because the Application is uncontested, it may be decided without hearing in accordance with § 40-6-109(5), C.R.S., and Rule 1403 of the Commission’s Rules of Practice and Procedure, 4 Code of Colorado Regulations (CCR) 723-1.

5. The Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in, inter alia, the purchase, transmission, distribution, transportation, and resale of natural gas in various certificated areas within the State of Colorado.

6. SourceGas Distribution operates a natural gas distribution system in the City pursuant to Ordinance No. 420, which granted K N Energy, Inc. and its successors the permission and authority to construct, maintain, and operate a gas transmission and distribution system within the corporate boundaries of the City for a period of 25 years commencing January 14, 1992.  K N Energy, Inc. merged with Kinder Morgan.  As a result of the sale of certain assets, SourceGas Distribution now owns and operates the natural gas distribution system serving Wray and is the Grantee under Ordinance No. 420.

7. Starting in September 2004, Kinder Morgan erroneously charged its commercial customers 2 percent of the total bill as a franchise fee.  Subsequently, Kinder Morgan changed the charge, assessing 2 percent to the customer charge portion of the bill.  Pursuant to Ordinance No. 420, franchise fees are applicable to residential customers only.  SourceGas Distribution, upon taking ownership and operation of the Wray distribution system on March 30, 2007, continued the erroneous franchise fee assessment upon commercial customers.  In April 2009, SourceGas Distribution discovered this error and ceased charging commercial customers franchise fees.

8. SourceGas Distribution is seeking to refund the franchise fees charged to affected commercial customers between September 2004 and April 2009.  The total amount of the franchise fees for that period is $29,269.53.  SourceGas Distribution calculated interest on the base refund amount totaling $3,220.62, applying the Commission’s approved customer deposit rates. SourceGas Distribution calculated the interest to be included in the refund for the period September 2004 through August 2009.  The total amount of the refund proposed by SourceGas Distribution is $32,490.15 ($29,269.53 + $3,220.62).  See Rule 4410(b)(III).

9. Commission Staff (Staff), in reviewing SourceGas Distribution’s interest calculation, notes that the interest rate applied to 2004 was incorrect.  SourceGas Distribution used 1.74 percent.  However, the Commission’s approved rate for 2004 was 1.30 percent.  Staff notified SourceGas Distribution of the error.  Due to the desire for expediency and the cost of re-noticing the application, SourceGas Distribution decided to forgo adjusting the interest refund amount.  The error is to the benefit of the customers and the Commission will allow SourceGas Distribution to forgo the adjustment.

10. SourceGas Distribution proposes to refund the bill credits to affected customers in August 2009, upon approval of this Application.  However, SourceGas Distribution filed the application on August 3, 2009 and, according to Commission Rule 1206(d), the application must be noticed for 30 days.  SourceGas Distribution did not request shortened notice and therefore the application cannot be approved and refunded in August.  Consequently, September, 2009 is the soonest refunds can commence.  As a result, Staff determines SourceGas Distribution must refund an additional month of interest, approximately $60.00.

11.   Pursuant to Commission Rules 4410(c) and (d), SourceGas Distribution shall pay 90 percent of all refund undistributed amounts, plus interest, to Energy Outreach Colorado.  SourceGas Distribution shall pay the undistributed refund within four months after the refund is deemed undistributed.  

12. In accordance with Rule 4410(b)(VIII) of the Commission’s Rules Regulating Gas Utilities and Pipeline Operators, 4 CCR 723-4, Applicant will submit an affidavit establishing that the refund has been made in accordance with the Commission’s decision.

13. The Application contains all of the information required under Rules 4 CCR 723-4-4002 and 4410.

14. We find SourceGas Distribution’s request to waive Rule 1206(g), which requires an Applicant to provide notice within three days, is reasonable to the extent SourceGas Distribution may not meet printing deadlines for papers with weekly publication schedules.

15. We find SourceGas Distribution’s request to waive Rules 4002(d) and 4410(e), which require an Applicant to provide special notice to master meter operators, is granted, as no master meter operator was erroneously charged a franchise fee.

16. We find SourceGas Distribution’s Motion to present proof of publication of notice out of time is granted.

17. We find SourceGas Distribution’s Application for a proposed franchise fee refund is in the public interest and is therefore granted. 

II. ORDER

A. The Commission Orders That:

1. The refund application is deemed complete and is granted.

2. SourceGas Distribution LLC (SourceGas Distribution) is authorized to provide refunds to its customers in accordance with the discussion above.  

3. We find good cause has been shown to grant the requested waivers of Rules 1206(g), 4002(d), and 4410(e) per the above discussion.

4. SourceGas Distribution shall submit an affidavit establishing that the total amount of refund monies has been recalculated with additional interest, and that that refund has been made to affected commercial customers and, if necessary, to Energy Outreach Colorado.

5. SourceGas Distribution’s Motion to present proof of publication of notice out of time is granted.

6.  This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
September 16, 2007.
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